








APR 


University of California 
College of Agriculture 
Agricultural Experiment Station 
Berkeley, California 


ECONOMIC CONSIDERATIONS IN FIXING 
RESALE PRICES OF MILK 


A paper presented as testimony at a 
hearing of the Assembly Committee on 
Livestock and Dairies held at Sacramento 
on March 24, 1937 to consider Assembly 
Bill 2422 (a bill to provide for enforce- 
ment of minimum wholesale and retail 
prices of market milk and market cream). 


by 


Je Me. Tinley 


April, 1937 


Contribution of the 
Giannini Foundation of Agricultural Economics 
Mimeographed Report Noe 57° 


eo! 








4 


SIDERATIONS TH ICING 


BCONOMIC CON 


fONOM 


RESALE PRICES OF MILK 





e. by a 


Je Me Tinley 1/ 


Le 


milk and cream, The new law replaces the Young Bill, which had been declared 
unconstitutional in a state superior court. 


a? Certain groups of distributors and producers are sponsoring at the 
5 present time another bill, known as the Desmond Bill (Assembly Bill 2422), the 
_-—s purpose of which is to require the Director of Agriculture also to prescribe and 
ie; enforce minimum wholesale and retail prices of market milk and market cream in a 
: the various marketing areas. | 


a The justification for the proposed legislation is predicated upon two sets — 
_-—s of arguments, Distributors maintain, apparently with some justification, that 
: they are caught between the upper and nether millstonese On the one hand, over 

_- 75 per cent of their expenses are fixed. These include prices they pay to pro- : 
+ ducers for milk, wages of plant and delivery men fixed by agreement with labor . 
2 unions, costs of fuel and power, and numerous other cost items. On tho other 
hand, cutthroat competition between distributors for a limited market outlet for : 
milk tends to force down the average level of retail prices to levels that provide — 
_-- fo return on investment even for the most efficient of dealers, 4 


prices to producers and at the same time lessen the possibility of opposition and 
Ez legal obstruction from distributors, Producers, however, contend that these two 


: This proposal brings up several important questionse What forces have a 
given rise to price fixing in general, and in what branches of economic activity 
is price fixing prevalent? Is price fixing socially justifiable in some branches — 
of economic activity and not in others? What are the economic implications of j 
ss pprice fixing from the viewpoint of general welfare, from the standpoint of 
+ individual industries, and from the standpoint of the market-milk industry of 
_ California in particular? 


a The Problem of Price Fixing 
During the past fifty years, industrial organization has undergone very 


marked changese Smallescale, independent, fully competitive, productive business 
units have gradually been replaced by largeescale business corporationse These 
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large-scale organizations, while retaining some features of competition, have 
nevertheless developed a considerable degree of monopoly control over the prices 
of the goods or services thoy producee In other words, they aro able to fix, 
within more or less narrow limits, the prices of their productse Congress and 
the various state legislatures have realized this change and have enacted laws to 
prevent undue monopoly price fixings Unfortunately, however, these laws have 
been only partially successful in attaining the objectives desired. On the other 
hand, government agencies and commissions have been established to regulate prices 
or rates of natural monopolies, known as public utilitiess Such rates have 

tended to remain fixed over relatively long periods of timee Furthermore, labor 
unions have been able in a more restricted sense to fix prices or wages of labor -- 
mainly of laborers who belonged to skilled craft gildse 


Thus, prior to 1929, various degrees of price fixing or price rigidity 
characterized certain important branches of economic activitys On the other hand, 
free and open competition characterized other important economic activities --= 
principally agriculture, retailing, and wmorganized labore Our economic system 
could be likened to a man with one leg rigidly encased in a plaster caste He 
could move around, but his ability to react quickly to changed conditions and 
environment was greatly impedede This tendency towards increased price rigidity 
in important branches of economic activity, while other branches continued to 
operate under conditions of relatively freo competition, was one of tho signifi-~ 
cant factors contributing to the economic collapse that started in 1929. 


Economists are in fairly general agreement as to this feature of our econ- 
omic systom and its offect upon general welfare. Thore is much disagreement, 
however, as to what form corrective measures should takes Many influential 
economists maintain that for tochnological reasons price fixing will continuo as 
a permanent feature of industrial activity ond that the only way out of this 
seeming impasse is to oxtend the samo privilego, as rapidly as possible, to all 
other branches of ooonomic activity. 2/ This philosophy has been basic to much 
of the recont federal and state legislation, which aims to extend to agriculture 
and labor greater power to control priccs and wagose 


Maybe this is the solution, but it is well that we bear clearly in mind 
the social and economic implications of such legislation and such a philosophy. 
In effect we are now attempting to encase the other leg of our hypothetical economic 
man in an equally rigid caste We fondly hope that thus handicapped our economic 
system will be able to function as effectively as beforee 


This movement towards increased price fixing and economic rigidity is 
extremely ominous; for our economy is predicated upon the mobility of the factors 
of production == land, labor, and capitale It is supposed to function on the 
basis of spontaneous, automatic checks and balances brought about through the 
operation of free competitions This force is supposed to insure that the benefits 
of technological efficiency are rapidly and effectively passed on to the mass of 
the people, largely in the form of lower prices but partly in the form of higher 
wages, shorter working hours, and improved labor conditionse Price fixing, 
whether as the result of derived monopoly power or legislative edict, serves to 
strangle competitione We have set up no machinery, such as a super planning body, 
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to perform the function previously performed by competitione Furthermore, there 
is a question whether a super planning body can function satisfactorily in a 
democracye 


There is reason to believe that it would have been far better to have 
unshackled the leg in the plaster cast than to have put the other leg in an equally 
rigid positions From the viewpoint of long-time national welfare, general and 
widespread price fixing is fraught with dire consequencese 


Price fixing is like an epidemic =- it tends to spreade The more industries 
that have it, the more want ite The whole development is similar to that of 
armamcntse One nation incroases its expenditures on armamonts, ostensibly for 
purely defensive reasons, but thereby endangers the intogrity of adjacent nations, 
which themselves are forced to increase their armed forcese Similarly, individual 
industries experience difficulties in avoiding the enveloping coils of price 
fixings If they are to survive in a system characterized by widespread price 
fixing, they are forced sooner or later to seek similar powers, either through 
legislation or through agreement among individual members. 


Prices of Farm Products 


Until 1929 prices of farm products were determined to a considerable extent 
under conditions of free competitione The efforts of the Federal Farm Board from 
1929 until 1933 to stabilize prices of several basic farm products were in reality 
attempts at price fixing -- largely futile, because of lack of control over pro= 
ductione Between 1929 and 1933 prices of farm products declined more than 50 per 
cente Farmers were in desperate plight; for costs of goods farmers buy had de} 
clined less than 20 per cent == taxes and payments of interest on mortgage ins 
debtedness still less.s Some improvement in buying power of farm products was 
urgent, if wholesale bankruptcy of farmers was to be avoidede Buying powerof 
farm products could have been increased cither by a reduction in the prices of 
goods farmers buy or by an increase of prices of farm products relative to prices 
of industrial products. 


Farm leaders and the federal government, with the support of state legise 
latures, chose the second alternatives By means of output reduction or control 
measures and marketing agreements, attempts wero made to raise or fix farm prices 
at as near the 1910-1914 "parity" price os possible, At the same time, othor 
agencies of the foderal and state governments aided in reduction of taxation on 
farms and in reducing intcrest rates and mortgago indebtedness on individual 
farmse 


Farm leaders and many prominont agricultural economists apparently con= 
sidered that an attack on the relatively rigid prices of industrial products and 
public utility rates would have been largoly incffectual and in any caso too slow 
for immediate farm relief. Unfortunately for the farmer, other agoncics of both 
the federal and state govornmonts (for oxamplo, the N.R.A.) assisted industrics 
not only to maintain the pricos of their products at the 1933 levol but actually 
to raiso thom. Furthermore, labor began organizing for highor wagos and improved 
working conditions, Although labor organizations have succocded in winning improved 
labor conditions, tho not gain in roal incomo has boon much less than tho inercaso 
in hourly wages would indicatc, for many industries raisod the pricos of thoir 
products in ordor to offset as much as possiblo tho higher labor costse 


The Agricultural Adjustmont Administration undoubtedly was successful in 
increasing farm incomo somcwhate Thoro is reason to boliovo, howevor, that admin= 
istration officials have tended to overomphasize the oxtont of tho inereaso in 
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farm income that was due to production control and marketing agreementse The 
droughts of 1934 and 1936, the devaluation of the dollar, the tremendous relief 
expenditures, and the forces of recovery were probably more potent factors in 
raising the monetary level of farm pricese At the same time, control measures in 
some fields of agricultural production (for example, for wheat and cotton) have 
tended to increase the costs of dairying and poultry raisinge No effective 
production-control measures were developed for these two important branches of 
agriculture, which normally produce about 30 per cent of the combined value of 
all farm productse 


There are signs, however, that this improvement in buying power was only 
temporary and due in large measure to the fact that agriculture got a head start 
on other branches of economic activity. During 1936 and the first few months of 
1937, prices of industrial products increased rapidlye Wage levels both in 
industry and agriculture have risen rapidly» Prices of industrial products as well 
as wage levels will undoubtedly continue to rise still furthere On the other 
hand, reserve supplics of many farm products have been reduced to dangorously 
low lovels, nccessitating, from a national viewpoint, a considerable increase in 
production over 1936 levelse This will undoubtedly cause some decline in prices 
of farm products or at least prevont a riso in such prices proportionate to the 
rise now taking place in prices of industrial productse 


There is thus a distinct possibility that 1937 and 1936 will again see a 
matorial reduction in the buying power of farm productse This will result in 
renowed agitation among farmers for new and moro effective measures for price 
raising and price fixinge Is it not possible that the coonomic status of agri- 
culture, and incidentally of labor, would have boon moro permanently improved if 
greater efforts had boon made in 1933 and subscquont yoars to decrease tho rigidity 
and fixity of industrial priccs? 


The Position of the Markeot-Milk Industry 


Prior to 1933, prices paid to producers for market milk in the larger 
cities of the United States were determined through collective bargaining between 
producers’ associations and distributors. The level of prices in individual 
marketing areas seems to have been dependent to a considerable extent upon the 
relative bargaining strengths of producers and distributors. In many markets 
there was evidence of monopoly pricee In 1929, prices of all farm products, 
including prices of all dairy products except milk, began a rapid declinee In 
most milksheds, however, prices of market milk did not start to decline until 
early in 1931. Meanwhile considerable surpluses of market milk were developed, 
partly as a result of a decrease in the total volume of consumption and partly as 
a result of an increase in production. The break in market-milk prices in 1931 
was followed by disastrous milk wars which continued until 1933 and 1934. During 
these wars, prices to producers were driven to extremely low and unprofitable 
levels as a result of cut-throat competition among distributorse 


It became apparent that, if this condition of affairs continued, there 
would be serious danger of milk shortages in many marketse Temporary shortages 
had occurred as a result of milk strikes and more serious shortages threatened 
as a result of producers going out of businesse Because of the importance of 
milk as a food, numerous public agencics attempted to assist producers and 
distributors to stabilize marketing conditions on a purely voluntary basise It 
was, however, found impossible to obtain the full cooperation of all producers 
and distributors in individual markctse 
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In 1935 with the passage of the Agricultural Adjustment Act, attempts 
were made by the Secretary of Agriculture to stabilize individual milk markets 
under marketing agreements with producers and distributors in these markets. 
These agreements provided for the fixing of both minimum prices to producers and 
minimum wholesale and retail pricese Unfortunately, in these agreements little 
consideration was given to the economic relations betwoen prices of market milk 
and prices of manufacturing milke Nor was there a sound economic basis for 
determining resale prices and hence distributors! marginse Minimum wholesale 
and retail margins tended to be set at a level sufficiently high to cover the 
costs of inefficient distributors. The latter would only become parties to the 
marketing agreements if they wero assured margins which would cover their costs. 
These agreements broke down largely because it was found impossible to force 
efficient distributors to sell at the high resale prices provided in the agreo- 
mentse Another reason was the opposition of wholesale distributors and stores who 
were not parties to the agreements. 


Early in 1934 the Agricultural Adjustment Administration embarked upon a 
new policy for stabilizing milk markets. Because of the difficulties involved, 
enforcement of resale prices was not attemptede Minimum producer prices were 
determined for each market asking for a stabilization plan, and distributors were 
licensed and required to pay these pricese The second stabilization policy of 
the Agricultural Adjustment Administration broke down because of adverse court 
decisionse It was ruled that the production and distribution of market milk was 
intrastate and not interstate commercee 


About the time the national Agricultural Adjustment Act was passed, several 
state legislatures, particularly those of New York, Oregon, Wisconsin, and Ohio, 
passed special legislation to stabilize and regulate milk markets. Later, when 
it became apparent that the federal government had no jurisdiction over local 
milk markets, a number of additional states passed laws for the same purpose. 
All the state laws have one primary purpose -= to stabilize prices paid to proe 
ducers of market milke Thus every state law provides machinery for prescribing 
and enforcing minimum prices to producerse Considerably more than half the 
state laws 3/ also provide for fixing of minimum wholesale and retail prices of 
market milke The chief argument in favor of the inclusion of resale prices of 
market milk is that this is necossary in order to facilitate enforcement of 
producer priccse 


The courts of several states have upheld the logality of logislation to 
prescribe and enforce both minimum prices to producers and minimum wholesale and 
retail prices, at loast as omergency legislation. In the famous Nebbia case, the 
Suprome Court of the United States also upheld the right of states to prescribe 
and enforce minimum resale prices. Whether the Suprome Court will uphold this 
principle as a matter of permanent policy is unknowns 


The courts have gone further and upheld the right of states to determine 
margins of distribution or at least to determine differences in minimum prices 
paid to producers and minimum resale prices, even where such prices provide a 
margin insufficient to cover unit operating costs of certain firms in a market. 


&/ Those of Alabama, Connecticut, Florida, Indiana, Maryland, Massachusetts, 
New Hampshire, New Jersey, New York, Pennsylvania, South Dakota, Vermont, Virginia, 
and Wisconsine (See: Culver, De Ce An analysis of state milk control lawse Uni-+ 
versity of California Bure of Pubes Adm. 1937 Legislative Problems, Nose le pe 1=256 
19376 
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In other words, if the margin is wide enough to cover the costs of distribution 
of efficient firms, inefficient firms have no redress in the courts because their 
costs may exceed the margins prescribede 


In the state of California, no provision was made in the Young Bill (1935) 
for resale pricese The experience of the Agricultural Adjustment Administration 
in attempting to enforce resale prices was undoubtedly a factor influencing the 
decision of the sponsors of the Young Bill not to include therein resale pricese 


There is often a tendency to overlook the fact that the constitutionality 
of a law does not automatically guarantee and establish its economic soundnesse 
A part of our present economic depression is traceable to maladjustments result+ 
ing from past legislations In deciding upon the advisability of new price-fixing 
legislation, consideration should be given to the economic soundness of such 
legislation as well as to its constitutionalitye 


Market milk is substantially of the same chemical composition as manufact- 
uring milk. However, in order to protect the health of the consumer, state and 
local government authorities have prescribed stringent sanitary conditions for 
production and handling of market milke Furthermore, manufactured dairy products 
may be stored for several months at a time without any impairment of qualitye 
Market milk, on the other hand, must bo consumed promptly after productione As 
consumption of market milk does not vary greatly from month to month, producers 
have to maintain a uniform daily and seasonal outpute In order to maintain such 
uniformity of production, they have to modify natural breeding times of dairy 
cows and also feed more heavily during winter months -= a program which does not 
face the producers of manufacturing milke 


These factors result in somewhat higher production costs for market milk 
than for manufacturing milke Over a period of time, the price per unit received 
by producers of market milk must be sufficiently above the price received for 
manufacturing milk to cover these higher costs of productione If the difference 
in price is not sufficient, production of market milk will tend to decline below 
consumption needs; on the other hand, if the differenco in price exceeds tho 
additional costs, there will be o tondency for the production of mrkot milk to 
increase above consumption nocdse 


Prices of manufactured dairy products in the United States are determined 
under conditions of free competition. Prices in wholesale, retail and farm 
markets in the different parts of the country are closely related and tend to 
change in unison, so that changes in supply and demand in one part of the country 
are rapidly and effectively reflected in parallel changes in all other parts of 
the country. 


If prices of market milk in individual markets are kept in broad relation 
to prices of manufacturing milk in the territory surrounding such markets, there 
is a definite measuring sticks The public authority responsible for fixing 
minimum prices to be paid to producers of market milk is on safe economic ground 
if it sets such prices at a differential above the average annual price of manu- 
factured milk == the differential being high enough to cover the additional costs 
of producing market milke These additional costs are not exactly kmowm and 
furthermore they tend to change from time to timos The best that can be done 
under the circumstances is for the public authority to fix such minimum producer 
prices at a point which past history indicates may bo tho prico which will cover 
the additional costs of producing markot milke 
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Thereafter it will be nocessary for the public authority to analyze cach 
market carefully and continuously in order to ascertain producers' responses to 
the prevailing prices. It must bo prepared to increase or decreaso such proscribed 
prices if volume of production of market milk tends to increase or decrease more 
rapidly than consumption, or if any fundamental and determinable change occurs in 
the bases upon which producurs' prices for market milk are determined. In other 
words, should the annual level of prices paid to producers for manufacturing milk 
increase or decrease, minimum prices paid to producers of market milk would also 
have to be changede Similarly, should certain known changes occur which would tend 
to lower or increase the differential costs of producing market milk, the prescribed 
minimum prices of market milk would again require adjustment. 


Under such a plan of procedure, the functions of the regulatory body are 
merely to implement and facilitate the operation of general supply and demand 
conditions for market milke It is quite conceivable that under such a procedure 
prices paid to producers of market milk can be kept more closely in line with 
competitive supply and demand conditions than under conditions of collective 
bargaining between producers and distributors or under conditions of chaotic 
marketing conditionse Such a plan of procedure would be economically justifiable 
from the standpoint of both producers and consumerse 


Distributors! Margins and Costs 


Unfortunately there is no such automatic measuring stick for determining 
distributors' marginse Each individual market is a separate ontitye There is 
no competition even between adjacent marketse One market may be very efficient, 
another extremely inefficient. The problem is further complicated by the fact 
that distributors handle a variety of products and a variety of containers. 
Consequently, while sales of market milk in quarts usually account for a very 
large part of the total sales, the determination of the proportion of overhead 
and other costs which should be allocated to the different products and to the 
different containers is extremely difficult. Accounting methods of cost alloca» 
tion, although they aid in determining internal plant efficiency, are often 
largely arbitrary ond hence may not be a very accurate portrayal of the economic 
cost relations between the different productse For example, a firm may make 
better use of plant, equipment, and personnel by handling some minor productse 
The handling of such products may increase gross sales appreciably and yet entail 
very little direct additional expensee Yet, by allocating a cortain proportion 
of general overhead costs to these minor products, they are shown to be carried 
at a loss, whereas, in reality they add to the profitability of the operations as 
a whole. 


This raises another vory difficult probleme Should a public authority 
fix minimum resale prices of only market milk and mrket cream or should prices 
be fixed for all products handled by distributors? If prices are fixed on all 
products, the problem of enforcoment is greatly complicated. On the other hand, 
if minimum resalo prices are prescribed for milk and cream only, some distributors 
may offer the other products at attractive lower prices in order to expand sales 
of milk and creame In some state laws, attempts have been made to prevent such 
practices under fair-trade codes, usually written into such actse It is, however, 
often more difficult to enforce fair-trade practices than to enforce mininun 
resale pricese Possibly this difficulty could be overcome to a certain extent 
if the public authority charged with the enforcement of the law were given power 
to discontinue enforcement of resale prices, if provisions of the code of fair= 
trade practices wore boing violated and court action to enforce performance were 
found abortivee 
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Many California cities are supplied with more distributive capacity than 
is needed to serve consumption needse Moreover, few plants are operating to full 
capacity and still fewer plants have the capacity which would result in the lowest 
operating costse During the merger movement, which preceded 1930, many smaller 
plants were acquired by large corporationse Most of these smaller plants were 
closed and their volume concentrated in a few larger plantse This undoubtedly 
resulted in lower unit operating costse Unfortunately much of this anticipated 
saving in unit costs was capitalized at the time of the merger, appearing in 
corporation books as goodwill. It is important to realize that while goodwill 
may be an important asset for an individual corporation, there is no such thing 
as the goodwill of an industrye Where a large part of the capital invested in 
an industry appears in the form of goodwill, that industry has an inflated capital 
structures Several of the larger distributing concerns in California have written 
down the goodwill items and their capital thus more nearly represents investmont 
in tangible operating assets -- part of which, however, may be imperfectly 
utilized. 


Nearly all distributors incur regular and heavy expenditures for advertis- 
ing and sales promotion in order to gain or hold volume of businesse From the 
standpoint of individual firms, this is a necessary form of oxpensce From the 
standpoint of markot-milk industry, embracing producers, distributors, and con- 
sumers, this is not a justifiablo form of expenditure. This criticism, however, 
would not apply to oxpenditures on broad industry advertising and consumer oduca= 
tions 


If fixing of minimum wholesale and retail prices of market milk is to be 
adopted as a permanent policy, the factors above referred to must be taken into 
considerations Maintenance of consumer support for the fixing of resale prices 
by public authority would not be possible if margins of distribution are wide 
enough to permit inefficient and overcapitalized distributors to cover unit 
operating costse 


On the other hand, cut-throat competition among distributors in individual 
milk markets has not eliminated excessive distributive capacity and inefficient 
distributorse Rapid elimination of excessive capacity cannot be expected and 
would probably result only from prolonged chaotic conditions, which would be harm- 
ful to producers and consumers alike. 


The wise and enlightened administration of a law designed to fix resale 
prices, however, may improve the efficiency of market-milk distribution by the 
gradual elimination of excessive capacitys In order to bring about this 
desirable end, wholesale and retail margins must be fixed more nearly in line 
with the costs of distribution of efficient distributors operating at or near 
capacitye If margins are fixed so as to cover the costs of inefficient distri-~ 
butors or average costs, this objective cannot be attainede Furthermore, such 
margins should not provide for a return on capital invested in goodwill and for 
excessive brand-advertising expenditurese Because of the low intorest rates 
generally prevailing, distributors should be satisfied with a low interest rate. 


At the same time, groups of inefficient distributors should, as a general 
policy, be encouraged to amalgamate in order to concentrate a sufficiont volume 
of milk through a single plant and so to insure low operating costse The 
lowest possible unit operating costs and margins will not be immediately forthe 
comings However, as inefficient plants and excessive capacity are climinated, 
the remaining distributors will cxperience an increase in volume and hence be 
enabled to reduce unit operating costs still further. The public authority 
should have power to reduce distributors' margins in lino with this decrease in 
unit operating costs, but not to such a low level as to climinate roturns on 
necessary investmente 
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Ono important aspect of the problem still neoods considcorctione Prices to 
consumers are usually changed in units of 1 cont at a timce Bocsuseo of the daily 
turnover of thousands of small units, a diffcrenco of oven onecetconth of a cent 
per unit may make o11 tho difforenee in a satisfactory return on investment and 
a loss on operationse Thorofore, in view cf tho fact that the oxact detormina-= 
tion of the separate costs of distributing the various types cf products handled 
in soveral difforent containers is wellenigh impossiblo, ‘the public authority 
should be ompowored tc so arrange priccs of tho various containers and ta change 
such prices from timo to timo so as to insure a margin only sufficimtly high 
to permit a rogsonable return on tho investment of cfficiont distributorse 


Such a policy and method of procedure is believed to be in the public 
intereste It would insure a gradual but progressive increase in the efficiency 
of the distributive systems of individual cities and thereby promote consumer 
welfare. It would tend to provide a more permanent and more satisfactory market 
for the milk of producerse It would tend to protect distributors rendering an 
efficient service. It would vest milk distribution with a more direct public 
interest, without converting the industry to a publiceutility basis. There has 
been much public sentiment for making market milk a public utilitye Yet there 
are obvious economic and legal difficulties of bringing this aboute A develope 
ment as above outlined would appear to be a sound compromise, recognizing on the 
one hand the vital interest of the public in the industry, yet at the same time 
affording to the industry some of the advantages of publiceutility control, without 
its disadvantagese 


If such legislation can meet the court tests of constituticnality, is 
loyally supported by producers and distributors, and is properly and wisely 
administered, there is reason to believe that it will result within a few years 
in a material increase in the efficiency of market-milk distributions I+t will 
accomplish, in an orderly fashion, a transition from inefficiency to efficiency, 
which all the cut-throat competition during the past few ycars has failed to doe 
Such legislative procedure will not supplant the soecalled laws of supply and 
demand but will tend to implement and supplement their smocther and more offective 
operations 


The difficulties of administering price-fixing laws are greate In an 
economy characterized by continual expansion of price fixing into more and more 
fields of eccnomic activity, however, such legislation for individual industries 
seems inevitablee It should not be objected to as long as it secks immediately 
and ultinatoly to protect the public interests Nor should there be objection 
that such prico fixing in the market-milk industry will lead to monopoly in 
distribution. True, this will prcbably be tho result, if inefficicnt plants aro 
eliminated. But all monopclies are not economically and socially undcsirablo. 
From a public wolfare standpoint, it is important to insure, through effective 
legislation, that the monopoly is based on efficioney and that the benofits of 
such efficiency are passed on to the goneral public (largoly in the form of 
lower rotail prices) and not concentrated in the hands of a fow firms. Competition 
in the markctemilk industry has not served to protect tho intercsts cf either 
producers or consumers nor has it resulted in officicnt distributione Ina 
highly standardized industry liko that «f markot-milk distribution, which handlcs 
an important food product, monopoly contrcl in the form of a quasi public utility 
scoms to be inovitableoe 
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